Approved For Re!éfse 2000/08/%EﬂgﬂP79T01049Adm500050001-7

JAN 3 1992

et L
SECURITY INFORMATION DY T

BRIZFING NOTES FOR THE DCI

| \Ip-2ee ]
Agenda b N

No,
13. COCCM Shipping Controls. -

17.  Japanese Trade Prospects e
: on Rast-West Trade - )
& ?os%tion :.:I t:i:m EK " " n § Export Controls
Englosuress
State Department Folicy Paper (praft): "U.S. Policy on
Japanese Export Contro. s
Annotated Bibliography on Tast-Jest Trade

Trade with the Soviet Ploc; Current Problems and Policies
(£CA Report No, B, December 11, 1951}

Public Law 213 (Battle sct)
NSO 10k/2

£s)
Approved For Release 2000/08/07 : CIA-RDthTcﬁ(F?A000500050001-7 5




Approved For Release 2000,0%@@1-01049A000500050001-7
| \

13, COCOM Shipping Controls SECURITY INFORMATION

Under COCOM sgraenents 3/2 the following items (List 1) are embargoeds
Floating docks, fce-broskers of 2,000 HP or over, tankers, tank barges,
wheling factories, and warships (regardless of current condition) and warship
hulls. Controls over quantities exported apply to the following: Dredges;
ioe~breskers under 2,000 HP; mé;chant vesssls of 7,000 ORT or 12 knaté speod;
fishing vessels over 500 GRT, or 750 feet, or 110 feet if powsred with diesel
engine, or with upparatus for generating electric power over 20 KW; merchant
vessels not elsewhere specified; other vessels over 40 feet in length or over
80 shaft HP.

At the COCOM meeting of shipping experts, held in Peris from 27 N¥ovember

to & December 19861, sgreement was ruached that List II vessels should be

sxported to the Soviet Bloc only in order to obtain essential imports (ﬁuid

pro quo treatment). A gentlemen’s agreement provides that countries will

not export to tho Soviet Hloo the merchant vessels of 7000 GRT or 12 imots
25X6
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speed and fishing vossels specified in List II without comsulting COCOM first.
A1l other List 1I vessela are subject to}optional pre-consultation, particularly
when they have speclal military churscteristios. Fishing vessels may be
considered later for upgrading to List I.

¢0COM controls on ship repairs and slterations ars aus follows:

Installation or replecement of List I items or munitions is prohibited; List II
installations are cherged to specific List II quotas, agreed upon for aach
item. Transformations of vessels into List I types or special structural
changes to increase the military usefulness of vessels are prohibited. Agree-
ment has also been reached that COCOM members should avoid, to the maximum

axtent possible, the fitting of specific items into ships under conatruction

for the Soviet 3loc (certain types of dissel sngines, Zyro-comprassors,

marine redar, condenser tubes, bearings for propeller shafts). The repalr
and 3installation controls were proposed by the K delegation to COCOM in
the summer of 1951 and received full US support at the recent COCOM meseting

of shipping experts where agreenent was reached. Ships' supplies and stores

are not under control at present but tentatively scheduled for later
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At the above mentioned meating of shipping experts, there was general

agreemant on the desirasbility of bare-boat charter controls E/ but Canada

and seversl other delegntions found domeatic lawe now available inadequete

to implement such controls forthwith. Long-term chartaring‘i/ is not

controlled, although European COCCY members have clailmed thet long-term

chartering of lList I veesels is not & regular practios. Wo controls apply

to the carriage of unauthorived shipments of controlled goods to the Soviet

Bloc. The specific charter and carrisge problomﬁlwith respect %o the trade

with Comaunist Chine sre currently being discussed in COCOM.

77 TUnder bareboat or demi.se churter, the owner submits the "bare #$hip" to

The charterer
eppoints the master and chief engineer, with the owner's epproval, mainteins,
bunkers, and insures the vessel., Bareboat chartering does not ccour frequsntly
in normal times; it is often indicative of unususl increases in shipbullding
costs or unforeseen requirements for additional tonnage.
§/ Under long-term or time cherter, & vessel is taken for a certain calendar
period or a specified number of voyages. The owner countinues to furnish the
master and orew, ship's stores, and insures the vessel unless otherwise agreed
upon in the charter. The charterer provides for maintenance of the vessel
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Japanese Trade rospects

atbaghed ie a drafl paper prepored in the Stebe Departmect on
i, 5. Polley on Japsanese Export Contrels.” This paper ls now belng
reviesd In the light of luteragency disdussion. Partioular objection
wu raloed to the last seniteros of the Conclusmions on page Y.

Jepan, as A lndustrial nation and by its lecation and past economie g’
,mlatims, is of partioular imporiance to China and to Chimn's prospects i
lor developaant, Chlne veculres industrial Laports, which Japan can mmisﬁz.
dnch of the sxieting industrial plant in China s of Jopanese owlglo, and
therefore vequirenents for maintenande and expsnpion of existing plante
would best be segurod froa Jepan.

wring 1850 #&@mw ﬁoﬁa o China wore lecs than one-tenth of China's
total Asports both in any trade and in the expended level o.f trade in

the last cusrter of $hat yeskr., However, Ching sesured frow Jupan nearly
ong-2ifth of her laports of the tyyp af industrial produsts (iron and

stasl, electrical meﬁmx‘y, ata.) which Japan normally expert to {hiaa.
These exports were Loportant in rehabilitation and ualntenance of industrial
plants and promoted on inerease in industrial output for the disposal of

the Chinese Commniotao,

Jupants exports to China in 1951 wore small, Textliles wove exported
but not in great qnantity} the auport of bigycles was probebly of grester
jmportange singe they are a major seons of transuert in China, in deaand
by looal governnent adadcistrations and by the militery for llalson purposes.
The Chiness Uommnizts are likely to persmdt asall Loporic of conpuneris
maadactures (in aplte of present strong controle over foreign trade), asuch
as bleycles -~ but 1% s nobt probable thet Japan oan signiflecantly expand
its exports te (hins on the basim of these ctm.oditiss alone,

The indted States mainteine an expord embarpo over trade with Dosmunist
Ching, J@ms*a sontrols established by CAP ave "alnost ecual to those of
tha United “iates in severity and prevent the export to China of ell but .
8 fow products such ns kaﬁlea, pigyclos, sewing mashines and & few other |

sunsumer gooda,

The policy of thie mited tatps Ls to sesk to oblain effective export
sontrols in Japan which will contribute to the autual security interests
of the free world,
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~ The position of the U.X, on sagt-rest trade is the now familisr
dilemia of liberaliszing trade in the interest of econoale welfare or
rectricting it in the interest of strategle wellare.

U.5. polley in legislation (the Pattle Arct) and in HIC detsrning
tion (104/2) has emphasized security. The British suphasis has been on
recovery, on the necessity of eonserving dollar exchange, oF ineroasing
exports, of importing grein and tisber Irom the “ast, and on the avelidance
af provecative measures towsrds the Sovisbe.

The U,K. would resolve the dilemma by less stringent controls and
maintadning sufficient exporte to the Soviet bloe to pay for Lmports.
The U.5, would resclve it by more stringent gontrols and deoreesing
reliance on ilmports from the East. nessnt studies by the ECA conclude
that, "In the event of such a reduction or ecessation the “sstern Torld
would be confronted with & threefold problent (1) proourement elsehore
of supplies thus far oblaeined from the ‘mstern Blee, (2) finding alternabtive
merkete for Westorn exportc thus far sent to the xast, and (3] meeting e
coste inherent in these trade shifts.”

48 to the procuresent of s plics thus far cbtained from the Rastern
Bloe, the study eoncindes, w,,,the short-run physical replacesbility of
the main comuodities supplied by the zantora Bloe is not likely to present
& serious problem excopt posaibly in the case of coarse gr:ins and lumber.
supplics presently avallable in Morth Aserica cre adeguate to provide the
required soal and bread grains, though additional shipping would have to
be broken out of the reserve fleet to move them. If U.5. cunsumption cen
ve restrieted somewhat, Testern Furope's lusbor imports from the Soviet
Hloo gould slso be replaced without undue diffioulty.re

"For the longer run, the replasement problem should be even legs
difficult. vestern Furepean coal productlion conld be increased substale
tislly, bthough perhaps not sulficiently %o obviate the need for 81l iaportsy
regquiremente for Luportod bread grains could be met from Horth fnarica and
thoge for vearse grains by & relatively small expansion of Argentine produce
tdon and exports, To meet overall lumber recuiresments more use will have to
be ande of tropical hardwoods.™

is to slternative markets for Festern sxports the report states,
®,..exports to the Floc generally reopresent tmt & smell fraction of demestic
productien and adjustoents to the disappoarance of seatern Dlog markets
are on the whols not expected to be too dlfficult to make."

As to meeting the costs inherent in these trade shifts the rupert
ghates that the neb adcitional dollar expenditures thatb would result from
the First yoar of trade cessntion between isshern Surope and the soviet
Mos would range from 3419 mililon to 3537 sdllien,
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s W sositdon of the UK on rastevost Trade; Export Contrals

Geperal statements of export eontrel policy and cbjectives made by the
7S snd the UK sppear io be in close agreement.s yevertheloss, thede exist
basic differcpecs in thedr respegtive positdons as regurds such controls.,

1n actual practice the UK haa coorersted with the US in an effort W
deny to the Soviet Bloe items which have been demonstrated to bave military
application oF shich are sssential to industrial operaticts that sre in
regt support of the mdliteary {e.g. uranivs miningl. There are important
N iTerences, bowever, in the US and X positions wiih regard to export cun-

twrols over items thal are less directly related to nilitary end-uses, Ihe

UKk is relugtant e cul off trade ecmpletely with any gountry, even Communist

, Heveover, it has been reluctant to extend expert controls to ltemy
wibdceh potentdally have wide eivilian use,

The British have teen opposed to the use of ewport schtdols to deprive
the Soviet bloc of certain nigh order capital goods (including gcanstruction,
mning, and Lransporiation equipment) snd rew ma {including rubber
and %in) which are negessary to the basie economy of the Dlog, Some of
these pommcdities have direct ad1itary spplication, whereas gthers of ihis

oaticn of Seviet bloe rescurces production facilitdes in guch & Wey &s

4o muke possitle sither a higher jevel of output of military goods of the

the maln @ of the previcus level of output of military goods alomg with

the sspansicn of the basic industrial capacity. In contrast, the US licensing
25X6 rectied to deny such types of zatorials ané equipment o the soviet bloc.

v larly, from n cemparison of the pumber of items on the intermational
List 1 with the number on US Lista 1 snd d-a, it would appoar that thete i
more than 99 percent conformity betwesn the US sud UK pXi strategic
3iats. such & conclusion, nowever, is misleading for the yeasom that the
sopparison is vased upen 1ist eriteria instead of lieensing pragticss, 1n
additien to ltems on US Lists 1 and Jea, the U5 praciice is to deny W the
sovist bloe all items which sppear on U5 Ligts 11 and Ii-B; whereas, ihe

UK, Items
subarp veths onte st odh 8bA M BB TS d4a A0 * stesl bearinge, end 3
various types of constructiem, mar £ e 2AR002000R0041-7 % o




